Historic,  archived  document 

Do  not  assume  content  reflects  current 
scientific  knowledge,  policies,  or  practices 


0.  S.  DEPT.  OF  miOMffi 
MTIOSW-  KSiCUlTBRSl  LIBMUt 

OCT  2 1 1965 


V 


sebum. 


ERS-257 


SOCIAL  SECURITY  AMENDMENTS  OF  1965 
Importance  To  Farm  And  Rural  People 


Economic  Research  Service 
U.   S.    DEPARTMENT  OF  AGRICULTURE 


CONTENTS 

Page 

INTRODUCTION 1 

HOSPITAL  INSURANCE  FOR  THE  AGED 2 

VOLUNTARY  SUPPLEMENTARY 

MEDICAL  INSURANCE  FOR  THE  AGED 4 

EXTENSION  OF  THE  KERR -MILLS  PROGRAM 6 

CHILD    HEALTH  PROGRAMS 7 

OLD-AGE,    SURVIVORS,    AND  DISABILITY 

INSURANCE  AMENDMENT  BENEFITS 7 

PUBLIC  ASSISTANCE  AMENDMENTS 14 

SIGNIFICANCE  OF  THE  SOCIAL  SECURITY 

AMENDMENTS  TO  RURAL  PEOPLE 16 


Washington,    D.   C.  October  1965 


SOCIAL  SECURITY  AMENDMENTS  OF  1965 
Importance  to  Farm  and  Rural  People 

By 

Lawrence  A.  Jones  and  Edward  I.  Reinsel 

Agricultural  Economists 

Farm  Production  Economics  Division 

INTRODUCTION 

The  social  security  amendments  signed  into  law  by 
President  Johnson,  July  30,  1965,  affect  nearly  all  people 
in  the  United  States  and  will  result  in  increased  annual  ex- 
penditures of  about  $6.5  billion.  A  program  to  finance 
hospital  and  other  health  services  for  nearly  19  million 
people,  65  years  old  and  over,  is  the  most  publicized  fea- 
ture of  the  law.  This  broad  program  of  health  insurance 
is  popularly  known  as  "Medicare." 

Farm  people  will  benefit  greatly  from  the  new  law.  A 
higher  proportion  of  them  than  of  nonfarm  people  are  65 
years  old  or  over,  or  are  in  the  55-64-year-old  group  that 
will  be  age  65  within  10  years.  These  two  age  groups  in- 
clude an  estimated  2.5  million  farm  people.  Rural  non- 
farm  people  of  these  ages,  including  many  retired 
farmers,   number  nearly  another  7.5  million. 

Fewer  farm  than  nonfarm  people  now  have  private 
hospitalization  insurance.  The  National  Center  for  Health 
Statistics  estimates  that  41  percent  of  the  farmers  65 
years  and  older  and  58  percent  of  the  urban  people  in  that 
age  group  were  covered  by  hospital  insurance.  About  47 
percent  of  rural  nonfarm  people  65  years  and  older  were 
covered.  Farm  people  frequently  find  purchasing  health 
insurance  to  be  less  convenient  and  more  expensive  than 
nonfarmers  who  are  often  insured  on  a  group  basis  where 
they  work. 

The  law  establishes  two  coordinated  health-insurance 
plans:  (1)  A  basic  plan  providing  financial  help  in  meeting 
costs  of  hospital  and  related  care,  and  (2)  a  voluntary 
supplemental  plan  providing    financing  for  physicians' 


services  and  other  medical  and  health  services.  Neither 
of  these  plans  requires  a  physical  examination  for  enroll- 
ment, and  individuals  are  not  disqualified  by  earlier 
illnesses.  The  law  also  provides  for  additional  health 
benefits  through  an  expanded  and  liberalized  Kerr-Mills 
medical-assistance  program  and  an  expanded  child-health 
program. 

In  addition,  the  1965  amendments  increase  the  level  of 
benefits,  provide  benefits  to  some  persons  not  eligible 
earlier,  liberalize  the  disability  program,  raise  retirement 
earnings  limits  of  persons  65-72  years  old,  and  allow 
farmers  and  others  to  report  more  income  for  social 
security  purposes.  Under  the  amendments,  self-employed 
members  of  certain  recognized  religious  groups,  such  as 
the  Amish  sect,  may  choose  to  be  exempt  from  social 
security  coverage,  taxes,  and  benefits.  Amendments  in 
the  public -assistance  titles  of  the  Social  Security  Act  in- 
crease the  Federal  share  of  State  public  assistance 
programs,  and  remove  certain  limits  on  Federal  partici- 
pation in  public  assistance  to  aged  persons  in  tuberculosis 
and  mental  disease  hospitals. 

HOSPITAL   INSURANCE    FOR   THE   AGED 

This  is  the  basic  plan  that  will  cover  certain  hospital 
and  related  costs  for  nearly  all  people  65  years  of  age  or 
older.  It  will  be  financed  through  a  separate  trust  fund 
and  a  separate  tax  of  0.  35  percent  of  covered  earnings  in 
1966,  increasing  to  0.50  percent  of  earnings  in  1967.  For 
1987  and  later  this  tax  will  be  0.80  percent  of  earnings. 
Benefits  for  persons  not  currently  insured  under  the 
social-security  and  railroad-retirement  systems  will  be 
financed  from  general  revenues.  Most  Federal  workers 
are  not  included.  The  four  types  of  coverage  and  their 
major  provisions  are: 

1.  Hospitalization  (inpatient).  Beginning  July  1,  1966, 
services  are  covered  for  up  to  90  days  in  a  "spell  of 
illness. "_1/    The  patient    will  pay  the  first  $40  of  costs 

U  A  "spell  of  illness"  begins  on  the  first  day  a  person 
receives  covered  services  as  a  patient  in  a  hospital  or 
extended-care  facility.  It  ends  after  the  person  has  been 
out  of  the  hospital  or  extended-care  facility  for  60 
consecutive   days. 


during  a  spell  of  illness  in  a  participating  hospital;  then 
the  program  will  pay  other  costs  during  the  first  60  days  of 
hospital  care.  An  additional  30  days  of  hospitalization  are 
provided  with  the  patient  paying  $10  of  the  cost  each  day. 

For  example,  a  person  65  years  old  or  over  who 
spends  2  weeks  in  a  hospital  after  July  1966  could  expect 
to  pay  $40  of  his  hospital  costs.  A  70-day  stay  would  cost 
him  $140.  This  plan  alone  would  not  pay  for  a  physician's 
services  and  other  medical  and  health  services. 

After  1968  the  cost  to  be  borne  by  patients  may  be  in- 
creased to  keep  pace  with  hospital  costs.  Services  of  physi- 
cians, surgeons,  and  private  nurses  are  excluded,  as  are 
services  in  the  fields  of  radiology,  pathology,  and  anesthe- 
siology. Services  provided  in  Christian  Science  sanatori- 
um^ will  be  covered.  Payment  for  inpatient  psychiatric 
hospital  care  has  a  190 -day  lifetime  limit. 

2.  Posthospital  extended  care.  This  phase  of  the 
program,  which  begins  January  1,  1967,  pays  for  up  to 
100  days  of  care  in  a  spell  of  illness.  The  program  pays 
for  the  first  20  days  of  care  in  an  extended-care  facility 
(such  as  a  nursing  home  with  medical  facilities)  following 
a  3-day  (or  longer)  stay  in  a  hospital.  If  more  than  20 
days  of  care  are  needed  during  a  spell  of  illness,  an  addi- 
tional 80  days  are  provided,  with  the  patient  paying  $5  of 
the  daily  cost.  Daily  costs  over  $5  will  be  paid  by  the 
program.  Extended  care  in  a  Christian  Science  sanato- 
rium will  be  provided  for  up  to  30  days,  with  the  patient 
paying  $5  per  day. 

3.  Outpatient  hospital  diagnostic  services.  The 
patient  pays  for  the  first  $20  of  cost  for  diagnostic  serv- 
ices received  as  a  hospital  outpatient  during  a  20 -day 
period.  Eighty  percent  of  the  costs  above  that  amount  are 
paid  by  the  program  during  each  period.  These  benefits 
become  payable  beginning  July  1,    1966. 

4.  Posthospital  home  health  care  services .  Beginning 
July  1,  1966,  the  program  will  pay  the  costs  for  up  to  100 
home  health- care  visits  du  ring  the  365  d  a  y  s  following 
discharge  from  a  3 -day  (or  longer)  stay  in  a  hospital  or 
extended-care  facility.  These  services  include  intermit- 
tent nursing  care,  therapy,  and  services  of  a  home  health 
aide  on  a  part-time  basis . 


VOLUNTARY  SUPPLEMENTARY   MEDICAL 
INSURANCE   FOR   THE   AGED 

This  plan  provides  physicians'  services  and  other 
medical  and  health  services  to  persons  65  or  over.  The 
benefits  under  this  voluntary  plan  supplement  those  pro- 
vided under  the  basic  plan  of  hospital  insurance  for  the 
aged.  Individuals  who  enroll  will  pay  a  premium  of  $3  a 
month.  2/  When  possible  this  premium  will  be  deducted 
from  the  person's  monthly  benefits.  The  deductions  begin 
in  July  1966.  The  Government  will  match  this  with  a  $3 
contribution  from  general  funds.  Federal  workers  may 
enroll  in  this  part  of  the  medical  insurance  program. 

There  are  specific  periods  during  which  a  person  can 
enroll  in  the  voluntary  supplementary  insurance  plan.  The 
first  period,  for  persons  65  years  old  before  January  1, 
1966  began  September  1,  1965  and  e  n  d  s  March  31,  1966. 
Persons  who  reach  65  after  that  date  will  have  a  7 -month 
enrollment  period  beginning  3  months  before  their  65th 
birthday.  Persons  who  do  not  enroll  during  the  first 
period  in  which  they  are  eligible  may  enroll  from  October  1 
through  December  31  each  odd  year.  An  individual  must 
enroll  within  3  years  of  the  end  of  the  first  enrollment 
period  during  which  he  could  have  enrolled.  Persons  who 
terminate  their  enrollment  will  have  one  chance  toreenroll 
and  this  must  be  within  3  years  of  termination  of  their 
earlier  enrollment.  The  premium  rate  for  a  person  who 
enrolls  late  will  increase  10  percent  for  each  full  year 
after  his  first  possible  enrollment  period. 

Under  the  plan,  the  first  $50  of  annual  cost  for  medical 
and  health  services  will  be  paid  by  the  patient.  The  plan 
will  then  cover  80  percent  of  the  patient's  bill  for  the  rest 
of  the  year.  The  following  benefits  are  included  beginning 
July  1,    1966: 

1.  Physician's  and  surgeon's  services  in  a 
hospital,  clinic,  office,  at  h  o  m  e  ,  or 
elsewhere. 


2J  Since  the  cash  social-security  benefits  for  persons 
who  rehired  at  age  65  are  a  minimum  of  $4  a  month  higher 
(minimum  of  $6  higher  for  a  man  and  his  wife)  under  the 
new  law,  the  increase  will  fully  cover  the  monthly  pre- 
miums   for    the   voluntary   supplementary    plan. 


2.  Treatment  of  mental,  psychoneurotic,  and 
personality  disorders  outside  a  hospital. 
This  will  be  limited  to  $250  or  50  percent 
of  an  individual's  annual  expenses,  which- 
ever is  smaller. 

3.  Home  health  services  for  up  to  100  visits 
each  year.  These  visits,  which  do  not 
need  to  be  preceded  by  a  stay  in  a  hospital, 
are  in  addition  to  the  100  visits  provided 
under  the  hospital  insurance  program. 

4.  Additional  medical  and  h  e  alt h  services 
such  as  the  following  may  be  provided 
either  in  or  out  of  a  medical  institution: 

a.  Diagnostic  tests  such  as  X-rays,  lab- 
oratory tests,  electrocardiograms, 
basal  metabolism  readings,  and  elec- 
troencephalograms . 

b.  X-ray,  radium,  and  radioactive 
isotope  therapy. 

c.  Limited  ambulance  services. 

d.  Devices  for  reduction  of  fractures  and 
dislocations,  suchas  surgical 
dressings,  splints,  and  casts;  rental  of 
medical  equipment  such  as  iron  lungs, 
oxygen  tents,  hospital  beds,  and  wheel- 
chairs; prosthetic  devices  (excluding 
dental)  which  replace  or  partly  replace 
an  internal  body  organ;  braces  and 
artificial  legs,   arms,   eyes,    etc. 

To  illustrate  how  the  program  will  work,  atypical  68- 
year-old  farmer  who  is  receiving  monthly  social  security 
benefits  will  be  sent  an  enrollment  card  for  voluntary  sup- 
plementary medical  insurance  by  mail.  If  he  chooses  to 
enroll  by  March  31,  1966,  the  $3  monthly  premium  will  be 
deducted  fromhis  check  each  month  and  another  $3  will  be 
paid  by  the  Federal  Government.  Deductions  will  not  be 
made  before  July  1966,  the  first  month  coverage  begins. 
After  enrollment,  a  2-week  hospital  stay  resulting  in  a  bill 
of  $260  for  doctors1  and  other  medical  fees  would  cost  the 
farmer  $92  (the  first  $50  of  annual  expense  plus  $42  or  20 
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percent  of  expenses  over  $50).  If  the  farmer  had  10 
additional  visits  at  the  doctor's  office  during  the  same  year 
with  a  total  additional  cost  of  $50  the  farmer's  share  for 
these  visits  would  be  $10:  the  program  would  pay  $40.  If 
the  farmer's  hospital  bill  was  $394  the  basic  hospital- 
insurance  program  would  pay  $354  and  the  farmer  would 
pay  $40. 

EXTENSION   OF   THE  KERR-MILLS  PROGRAM 

The  new  Title  XIX  of  the  Social  Security  Amendments 
of  1965  makes  it  possible  for  each  State  to  set  up  a  new 
medical  assistance  program.  These  new  State  programs 
would  make  payments  for  medical  care  that  are  now  pro- 
vided for  under  the  Kerr-Mills  program  for  the  aged,  dis- 
abled, and  families  with  dependent  children.  The  programs 
will  be  administered  by  the  States,  and  must  first  include 
persons  in  all  age  groups  who  are  now  receiving  financial 
assistance.  Each  program  can  then  be  expanded  to  include 
those  who,  except  for  income,  would  be  eligible  for  public 
assistance,  as  well  as  all  medically  indigent  children  under 
21.  The  Title  becomes  effective  in  a  State  when  adopted, 
but  this  must  be  after  December  31,  1965,  and  before 
January  1,  1970,  if  the  State  is  to  receive  Federal  parti- 
cipation in  medical  care  payments. 

If  a  State  chooses  to  assist  medically  indigent  aged 
persons  under  the  new  programs,  comparable  groups  of 
blind  and  disabled  persons  and  dependent  children  who 
need  aid  in  meeting  medical  costs  are  also  to  be  included. 
Those  over  age  65  and  those  under  age  21  are  not  to  be  ex- 
cluded by  an  age  requirement  established  by  the  State. 

Under  Title  XIX,  a  State  must  provide  inpatient  and 
outpatient  hospital  services,  laboratory  and  X-ray  serv- 
ices, skilled  nursing  home  services  for  adults,  and  serv- 
ices of  a  physician  to  continue  to  receive  Federal 
funds.  Participating  States  will  be  required  to  use  a  flex- 
ible income  test  in  determining  eligibility  for  assistance 
for  those  with  large  medical  bills.  The  law  will  not  permit 
States  to  have  deductible  or  cost-sharing  charges  for  hos- 
pitalization furnished  under  their  programs.  Such  charges 
for  other  medical  expenses  must  be  related  to  the  needy 
person's  income  or  resources.  Elderly  needy  persons  on 
State  programs  are  to  be  provided  with  assistance  in  meet- 
ing the  deductible  part  of  the  new  basic  hospital  insurance 


for  the  aged.  When  a  part  of  any  deductible  or  cost -sharing 
that  is  required  under  the  supplementary  voluntary  pro- 
gram is  met  by  a  State  program,  it  must  be  reasonably 
related  to  the  individual's  income  and  resources.  Income 
may  not  be  imputed  to  an  individual  in  determining  eligi- 
bility unless  it  is  actually  available  to  him. 

The  Federal  share  of  medical  assistance  will  have  no 
maximum  on  the  amount  of  expenditures.  But  the  percent- 
age will  vary  in  relation  to  per  capita  income  in  the  State. 
For  States  with  a  high  average  per  capita  income,  the 
Federal  share  will  be  a  minimum  of  50  percent.  Those  at 
the  national  average  will  receive  55  percent.  States  at  the 
lowest  level  will  receive  up  to  83  percent  as  the  Federal 
share.  States  which  maintain,  but  do  not  increase,  present 
expenditures  of  their  own  funds  will  be  assured  of  at  least 
a  5 -percent  increase  in  Federal  funds  under  this  program. 


CHILD   HEALTH  PROGRAMS 

The  Social  Security  Amendments  of  1965  provide  for  an 
extension  of  Child  Health  Programs  under  Title  V  of  the 
Social  Security  Act.  The  amendments  (which  in  part  be- 
come effective  before  July  1,  1966)  will  extend  maternal 
and  child  health  services,  provide  for  health  and  related 
care  of  crippled  and  mentally  retarded  children  and  author- 
ize funds  for  training  of  professional  personnel  for  the  care 
of  crippled  children.  In  addition  the  program  will  provide 
special  comprehensive  project  grants  for  school-age  and 
pre -school  children,  particularly  in  areas  with  many  low 
income  families  (some  of  these  areas  will  include  farm 
families  and  other  rural  people),  for  screening,  diagnosis, 
preventive  services,  treatment,  correction  of  defects  and 
after-care,  including  dental  services  for  children.  The 
Federal  Government  will  also  assist  States  in  implemen- 
ting their  plans  for  combating  mental  retardation. 


OLD-AGE,    SURVIVORS,   AND   DISABILITY 
INSURANCE  AMENDMENT   BENEFITS 

The  Social  Security  Amendments  of  1965  provide  for  a 

number  of  changes  in  old-age,  survivors',  and  disability 
insurance  benefits.  Several  of  these  changes  are  of 
importance  to  farmers  and  rural  people. 
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Increased  monthly  benefits.  An  important  amendment 
provides  for  a  7-percent  increase  in  monthly  benefits, pay- 
able retroactively  from  January  1965.  As  a  minimum, 
benefits  are  increased  $4  monthly  for  workers  who  were 
65  years  old  or  older  when  they  retired.  This  raises  the 
minimum  monthly  benefits  from  $40  to  $44  and  the  maxi- 
mum benefits  from  $127  to  $135.90  for  65-year-old 
persons.  Maximum  family  benefits  are  increased  from 
$254  to  $309.20.  In  the  future,  maximum  individual  bene- 
fits will  increase  to  $168  monthly  and  maximum  family 
benefits  to  $368,  based  on  higher  earnings  creditable 
for  social  security. 

Benefits  for  uninsured  aged  persons.  Some  persons 
over  72  years  old  with  less  than  6  quarters  of  coverage, 
who  have  not  been  eligible  in  the  past,  can  receive  a  basic 
benefit  of  $35  monthly  beginning  in  September  1965 
(table  1)._3/  A  wife,  who  reaches  age  72  before  1969,  may 
receive  half  of  this  amount  or  $17.  50  after  she  is  72.  In 
some  cases  the  required  coverage  has  been  reduced  to  a 
minimum  of  1  year  of  self- employment  or  three  quarters 
of  other  coverage  at  any  time  since  1937. 


Table  1.-- Self -employment  and  wage  worker  coverage  required  for  insured  status 

of  persons  over  age  72  1/ 


Men 

;                Women  _2/ 

Age 
(in  1965) 

:   Years 
:  of  self- 
•  employment 
coverage  _3/ 

Quarters  of 

wage  worker 

coverage 

Age 
(in  1965) 

:   Years 
:  of  self- 
:  employment 
:  coverage  3_/ 

Quarters  of 

wage  worker 

coverage 

76  or  over-- 

74 

1           3 
1           4 

9                  q 

73  or  over 

72 

1           3 

1  4 

2  "» 

71 

1/   For  individuals  at  younger  ages  the  coverage  requirements  for  insured 
status  are  unchanged. 

2/  Benefits  are  not  payable  until  age  72. 

3/  1  year  of  self -employment  provides  4  quarters  of  coverage. 


2d    One  year  of  self-employment  provides  four  quarters  of 
coverage. 
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Widow1  s  benefits.  Under  the  1965  amendments,  widows 
will  be  eligible  in  September  1965  to  receive  either  reduced 
benefits  starting  at  age  60  or  full  widow's  benefits  at  age 
62,  as  provided  by  the  earlier  law.  In  addition,  any  widow 
age  72  or  over  in  1969  whose  husband  died  or  reached  age 
65  in  1957  or  earlier,  can  receive  benefits  of  $35  a  month 
if  her  husband  reported  self- employment  income  for  1  year 
or  otherwise  earned  at  least  three  quarters  of  coverage 
(table  2). 

Increased  benefits  for  students.  Another  change  pro- 
vides insurance  benefits  to  children  of  insured  workers 
who  have  retired,  become  disabled,  or  died,  until  the  chil- 
dren reach  age  22,  provided  they  are  attending  school, 
vocational  school,  or  college.  Benefits  under  this  provi- 
sion are  payable  retroactively  from  January  1,    1965. 

More  liberal  benefits  for  disabled  workers.  Disabled 
workers,  including  farmers,  are  now  eligible  for  disability 
benefits  after  6  months  of  continuous  total  disability,  if  the 
disability  can  be  expected  to  1  a  s  t  12  months  or  longer. 
This  represents  an  easing  of  the  earlier  requirement  that 
a  worker's  disability  must  have  been  expected  to  result  in 
death  or  to  be  of  long- continued  and  indefinite  duration. 

Higher  earned-income  limitation  for  retired  persons. 
Farmers  and  other  persons  under  72  years  of  age  who 
receive  benefits  could  earn  as  much  as  $1,200  annually  and 
still  receive  all  of  their  benefits  under  the  old  law.  A 
deduction  of  $1  in  benefits  was  made  for  each  $2  of  annual 
earnings  under  social  security  between  $1,  200  and  $1,  700. 
For  each  $1  of  earnings  over  $1,700,  benefits  were 
reduced  by  $1 . 

The  1965  amendments  permit  earnings  up  to  $1,  500 
after  1965  without  any  loss  in  benefits.  Under  the  new  law, 
benefits  will  be  reduced  $1  for  each  $2  of  earnings  between 
$1,  500  and  $2,  700.  For  each  $1  of  earnings  over  $2,  700 
benefits  will  be  reduced  $1. 

For  example,  a  person  under  72  years  of  age,  who  is 
entitled  to  social  security  benefits  and  has  earnings  of 
$1,400,  can  receive  full  social  security  benefits  beginning 
January  1,  1966.  Under  the  old  law,  he  would  have  had 
$100  of  benefits  withheld.  If  his  earnings  were  $2,  200,  he 
would  now  have  $350  of  annual  benefits  withheld  compared 
with  a  loss  of  $750  under  the  old  law. 
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Income   subject  to  tax  and  tax-rate   schedules.       The 
■  ■■—.,... .  «>.  ,     .  .  . .  - . , . 

Social  Security  Amendments  of  1965  increase  the  amount 
of  income  that  is  subject  to  social  security  taxes  and  also 
change  the  tax-rate  schedule. 

The  amount  of  taxable  earnings  creditable  to  a  self- 
employed  person's  or  employee's  account  was  increased 
from  $4,  800  to  $6,  600  for  tax  years  ending  after  Decem- 
ber 31,  1965.  This  provision  will  increase  the  taxes  of 
those  with  earnings  of  more  than  $4,800--about  10  percent 
of  the  2  million  persons  reporting  taxable  farm  self- 
employment  earningse  Only  1.5  percent  of  the  1.  9  million 
farmworkers  with  wages  reported  for  social  security  pur- 
poses would  be  affected. 

The  tax-rate  schedule  is  unchanged  for  the  1965  tax 
year  (table  3).  Between  1966  and  1972,  the  new  old-age, 
survivors  and  disability  insurance  (OASDI)  tax  rates,  ex- 
cluding the  tax  which  covers  the  basic  hospital  care,  will 
be  slightly  lower  than  under  the  old  law.  For  1973  and 
later  the  new  OASDI  tax  rate  will  be  slightly  higher  than 
the  old  rate  for  all  self-employed  persons,  employers,  and 
employees. 

Beginning  in  1967  the  new  OASDI  tax  schedule,  when 
combined  with  the  new  taxes  for  financing  the  basic  hospi- 
tal and  related  care  plan,  will  increase  the  total  contribu- 
tions of  self-employed  persons.  The  increase  in  the  old 
tax-rate  schedule  compared  with  the  new  schedule  for  self- 
employed  persons  will  range  from  0.2  percent  of  earnings 
in  1967  to  0.9  percent  of  earnings  in  1987  and  later  years. 

The  equal  contributions  of  employers  and  employees 
will  each  increase  0.075  percent  of  earnings  in  1966.  After 
several  step  increases,  the  combined  new  OASDI  and  basic 
hospital  and  related  care  rates  will  be  1.02  5  percent  of 
earnings  higher  in  1987  and  later  years  than  under  the  old 
schedule  for  employers  and  similarly  for  employees. 

Amount  of  tax  to  be  paid.  The  new  law  will  increase 
social  security  taxes  more  at  higher  income  levels  than  at 
lower  levels  (table  4).  Persons  with  an  annual  self- 
employment  income  of  $500  will  pay  $27  in  1965.  Under 
the  old  tax  schedule,  the  tax  would  have  increased  to  $34.50 
for  1968  and  later  years.    The  new  schedule  including  both 
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OASDI  and  the  basic  hospital  insurance  will  increase  the 
tax  to  $39  by  1987.  Persons  earning  $4,800  will  pay 
$259.  20  in  1965.  Under  the  old  schedule,  assuming  the 
same  income,  they  would  have  paid  $331.20  after  1967. 
The  1965  amendments  increase  taxes  at  the  $4, 800  income 
level  to  $307.20  in  1968  and  $374.40  in  1987.  The  largest 
increase  in  taxes  will  be  for  persons  with  the  maximum 
taxable  income  ($6,  600).  By  1987,  these  persons  will  pay 
$183.  60  more  annually  than  under  the  old  tax-rate  sched- 
ule. It  should  be  noted  that  persons  paying  higher  taxes 
will  also  be  eligible  for  greater  future  benefits. 

Optional  methods  for  farmers  in  d  e  t  e  r  mi  ni  n  g  net 
earnings.  Before  the  1965  amendments,  self-employed 
farmers  with  gross  annual  farm  income  between  $600  and 
SI,  800  were  allowed  to  increase  their  reported  net  earn- 
ings and  future  benefits  by  reporting  and  paying  social 
security  taxes  on  two-thirds  of  their  gross  farm  self- 
employment  income.  Under  the  amendments,  farmers 
whose  gross  farm  self- employment  earnings  are  over 
$2,400  must  report  their  actual  net  earnings  if  over  $1,600. 
But  if  actual  net  earnings  are  less  than  $1,  600  and  gross 
income  is  between  $600  and  $2,400  they  may  either  report 
SI,  600  or  their  actual  net  income.  Net  earnings  must  be 
at  least  $400  to  be  reported  (table  5). 

PUBLIC   ASSISTANCE   AMENDMENTS 

Farm  and  rural  people  who  are  receiving  or  may  in  the 
future  receive  assistance  under  a  State  program  will  be 
affected  by  amendments  in  the  public  assistance  titles  of 
the  Social  Security  Act.     These  amendments: 

1.  Increase  the  Federal  share  of  monthly  payments 
under  all  State  public  assistance  programs  for 
the  needy  aged,  blind,  and  disabled  about  $2.  50, 
and  about  $1.  25  for  dependent  children. 

2.  Beginning  January  1,  1966,  remove  exclusions 
from  assistance  for  aged  tubercular  and  mental 
patients . 

3.  Add  a  provision,  effective  January  1,  1966,    for 
"protective  payments"   to  a  third  person  for   a 
recipient  of  old-age  assistance  aid  to  the  blind, 
or   aid  to  the  permanently  and   totally  disabled 
person  who  is  unable  to  manage  his  money. 
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4.  Increase  monthly  earnings  exemptions  under 
the  old-age  assistance  program  so  that  a  State 
may  exempt  the  first  $20  of  earnings  ($10 
under  the  old  law)  and  one-half  of  the  next  $60 
of  earnings  ($40  under  the  old  law)  beginning 
January  1,  1966;  provide  similar  earnings  ex- 
emptions for  recipients  of  aid  to  the  perma- 
nently and  totally  disabled  (together  with  re- 
source exemptions  for  those  undergoing 
rehabilitation);  allow  up  to  $50  of  earnings  of 
a  dependent  child  to  be  exempted  (with  a  maxi- 
mum of  $150  for  children  in  the  same  family); 
permit  up  to  $5  per  month  of  any  income  of  a 
recipient  to  be  exempted. 

5.  Allow  Federal  sharing  of  medical  assistance 
for  aged  persons  in  the  first  and  last  month  of 
care  in  a  medical  institution,  effective  Julyl, 
1965. 

6.  Allow  States  to  disregard  retroactive  old-age, 
survivors,  and  disability  benefit  increases  in 
determining  need  for  assistance. 

7.  Provide  a  period  of  grace  for  action  by  legis- 
lative sessions  whose  public  assistance 
statutes  now  prevent  them  from  disregarding 
earnings  made  possible  by  the  Economic 
Opportunity  Act. 

8.  Permit  States  to  continue  aid  to  families  with 
dependent  children  between  18  and  21  who  are 
attending  a  college  or  university.  Formerly, 
this  was  limited  to  those  attending  high  school 
or  taking  vocational  training  and  those  under 
18. 

SIGNIFICANCE   OF   THE   SOCIAL   SECURITY 
AMENDMENTS   TO  RURAL   PEOPLE 

The  new  social  security  amendments  mark  an  important 
milestone  in  reducing  one  of  the  main  worries  of  elderly 
people--meeting  hospital  and  medical  expenses.  The  1965 
amendments  also  increase  the  level  of  benefits  and  liber- 
alize the  social  security  program.  Far-reaching  as  the 
new  law  is,  however,  it  is  not  a  panacea.  Those  concerned 
with  health  care  for  the  aged  should  not  be  led  to  believe 
that  it  provides  more  than  it  actually  does. 
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Availability  of  Hospital  and  Medical  Services 

For  the  provisions  of  the  amendments  to  be  fully- 
effective,  health  facilities  must  be  adequate.  It  is  of  little 
value  to  have  help  in  meeting  costs  if  hospitals  or  nursing 
homes  are  not  available.  Manny  and  Rogers  indicate  that 
health  facilities  are  less  readily  available  in  rural  areas 
than  in  urban  areas.4/  Also,  those  with  low  incomes  are 
not  as  likely  to  receive  health  services  as  persons  with 
high  incomes.  In  1960,  there  were  about  195  professional 
nurses  per  100,  000  population  in  rural  areas,  compared 
to  387  nurses  per  100,000  population  in  all  urban  areas.  _5/ 
Similarly,  there  were  52  and  128  physicians  and  surgeons 
per  100,  000  population,  respectively,  in  rural  and  urban 
areas. 

Duringthe  last  several  years,  health  services  for  rural 
and  farm  families  have  greatly  improved,  especially 
through  Federal  aid  provided  by  Title  VI  of  the  Public 
Health  Service  Act  of  1946.  This  Act,  commonly  called 
the  Hill-Burton  Act,  authorized  financial  help  to  States  to 
provide  "adequate  hospital,  clinic,  and  similar  services 
to  all  their  people."  By  December  31,  1964,  about  7,  500 
projects  had  received  $2.  2  billion  in  Federal  aid  and  pro- 
vided hospitals  with  320,295  inpatient  beds  and  2,139  other 
health  facilities. _6/ 

The  Hill-Burton  program  and  others  will  continue  to 
improve  health  facilities  in  rural  communities .  The  new 
social  security  amendments  will  also  stimulate  the  con- 
struction of  hospitals  and  nursing  homes  to  serve  rural 
people.  The  amendments  provide  for  the  review  of  medical 
cases  toprotect  the  patients  and  to  prevent  abuse  of  hospi- 
tal facilities.  This  may  lead  to  more  efficient  u  s  e  of 
present  facilities.  In  addition,  with  the  programs  paying 
many   costs,   now  borne  by  hospitals,    for  aged    indigent 


A/  Manny,  Elsie  S. ,  and  Rogers,  Charles  E.  Hospitals  for 
Rural  People.  U.  S.  Dept.  Agr.  Farmers  Bui.  2110,  Rev. 
Dec.    1963. 

5J  Distribution  of  Workers  in  Selected  Professional 
Occupations  by  Urban  and  Rural  Residence,  United  States 
1960,  USDA.  U.  S.  Dept.  Agr.,  Econ.  Res.  Serv.,  ERS-201. 
Oct.    1964. 

£/  Hill-Burton  Project  Register,  Public  Health  Service, 
U.    S.    Dept.    Health,    Education,    and  Welfare.      Dec.    1964. 
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patients,  additional  improvements  in  oth  e  r  hospital 
services  may  be  possible.  An  adequate  supply  of  doctors 
and  nurses  may  be  a  problem  in  the  future,  but  the  new  law 
should  provide  financial  incentives,  and  thus  make  staffing 
easier  in  rural  areas. 

Limitations  of  Basic  Hospital  and  Voluntary 
Supplementary  Plans 

1.  The  new  act  does  not  provide  completely  free 
medical  care.  Hospital  and  other  medical  services  are 
not  paid  in  full.  Under  the  basic  plan  the  patient  must  pay 
the  first  $40  of  cost  for  up  to  60  days  care  and  $10  for  each 
day  during  the  remaining  30  days  covered.  No  hospital 
costs  are  covered  beyond  90  days  in  each  spell  of  illness. 

2 .  Patients  transferred  to  extended  care  facilities 
following  hospitalization  will  pay  $5  a  day  after  20  days. 
After  100  days  in  each  spell  of  illness,  the  basic  plan  pays 
no  more  toward  posthospital  extended  care. 

3.  If  costs  of  hospital  and  nursing  home  care    increase, 
patients  may  have  to  pay  more  after  1968.  

4.  The  basic  plan  does  not  cover  the  cost  of  such  items 
as  physicians'  and  surgeons'  fees,  private  rooms,  private 
nurses,  long-term  psychiatric  illness,  routine  physical 
examinations  and  dental  work,  dentures,  drugs,  eyeglasses  , 
or  hearing  aids. 

5.  To  obtain  physicians'  services  and  other  medical 
benefits  under  the  voluntary  supplemental  insurance  plan , 
participants  must  pay  $3per  month  with  the  possibility  that 
this  charge  will  increase.  In  addition  to  the  $3  monthly 
premium,  the  patient  will  pay  the  first  $50  of  costs  and  20 
percent  of  all  costs  above  $50. 

6.  The  voluntary   supplementary  plan  excludes  custo- 
dial care  (care  other  than  medical),  personal  comfort  items, 
orthopedic  shoes,    immunizations,    routine  eye     examina- 
tions,   eyeglasses,    and  hearing  aids. 

7.  Benefits  under  the  basic  hospital-insurance  plan 
and  the  supplemental  health  plan  do  not  begin  until  July  1, 
1966.  Until  then,  elderly  people  must  meet  costs  of  sick- 
ness in  other  ways  and  should  not  drop  their  present  health 
insurance.  When  the  new  plans  become  effective,  some 
may  cancel  coverage  that  duplicates  that  under  the  new  law. 
It  may  also  be  desirable  to  take  supplemental  hospital  and 
medical  insurance  offered  by  private  insurers. 
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